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Livingston 
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hireling management. 


CAPITALIST ECONOMY AND BUSINESS 
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THE AMERICAN STOCKHOLDER Livingston* 


New York: Lippincott Company, 1958. 290 pp. $4.95. 


Great efforts are made popularize the phrase capital- 
indicate that descriptive our American way life. 
The implication that corporations are owned everyone, that 
stockholders have something say about their business. theory, the 
stockholder provides the capital and hires the management. fact, 
though, the hireling least his money is. Stock certificates 
grant power influence, direct control. 

Although there are 8,600,000 shareholders America, they 
not wield much influence labor organizations farmers. Why? 
The main reason that stockholders are indifferent corporations 
corporations; they see them rather investment opportunities. 
They are workers first and stockholders second. They are “stock- 
holders” only when director omits dividend. 

When something goes wrong with investment the stockholder 
may ask, are rights?” Legal trappings water down three 
primary rights. (1) has the right throw the officers and direc- 
tors out the corporation. That will take proxy fight, fight for 
control. Essentially, this power limited. Only when challenger 
with money and ambition arises can shareholder express approval 
disapproval management. (2) has the right sue officers and 
directors for misuse powers, gross mismanagement, fraud dis- 
experiences with men like Clarence Venner and Adolph Green- 
berg, many states have developed laws making harder for stock- 
holders sue. Thus lawsuits are primarily the large stockholder’s 
the lawyer’s game. (3) has the right sell his stock, “resign” 
from the company. This what most stockholders do. not 
entirely empty gesture; lets management know that must bestir 
itself make changes. 


*Financial Editor The Philadelphia Bulletin. 


Most shareholders are content receive reports, proxy statements 
and dividends. However, few shareholders are “corporate democrats” 
militant shareholders who insist recognition from management 
for the small shareholder. They advocate the shareholder’s right 
speak, congregate and communicate with other shareholders and 
know what going on. stirrers-up and gadflies, they have per- 
formed useful service for all shareholders; annual meetings have been 
transformed into town meetings. Their one unfortunate quality that 
they seem believe activity for activity’s sake. 


Good stockholder relations can asset; hence management 
tends cultivate stockholders. case proxy fight, management’s 
success selling itself might determine the winner. Good relations are 
also useful making customers stockholders. Activities include 
sending out dividend checks, annual reports and requests for proxies 
with finesse, flourish and schmaltz, welcoming new stockholders with 
letters, holding regional meetings and annual meetings complete with 
tours and free lunches. Good relations also come handy when 
corporation pursuit capital. This often involves playing 
the financial analysts comparatively new species Wall Street 
who have the contacts and the power influence investors. 


Robert Young’s battle for the New York Central revealed, 
men vote and candidates win lose proxy fights the images they 
construct one another. And stockholders choose only well their 
knowledge, which usually superficial, will permit. Only when the 
professionals, the institutional investors, get into proxy fight there 
knowledge and understanding depth. And pros not get into 
proxy battles. That the great gap stockholder potency. 


Institutional investors function primarily investors, not mili- 
tant crusading shareholders. Most them have simple rule: 
management trust. applying professional skill investing, the 
institutional investor helps improve the managerial breed. But 
works behind the scenes, not champion. this 
“management Alles” attitude seen Wall Street’s acceptance 
the New York Stock Exchange’s listing 1956 10,200,000 shares 
Ford Motor Company stock which had only sham voting power, 
even though the exchange has rule that only voting stock may 
listed. 


Since 1866, the New York Stock Exchange has pursued per- 
sistent policy getting more and better information for shareholders 
and trying see that stockholders’ rights are protected. The policy has 
been self-preservation. Over stretch time incident incident 
the Exchange exerted its influence corporate ethics. Some these 
incidents include Allied Chemical and Dye the early 30’s, the Erie 
Rule, the Dodge Dodge and Dillon Read Rule and the Ivar Kreuger 
Rule. first, the Exchange battled legislation; did not want 
told how run its business. But today has become public institu- 
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tion working hand hand with the Securities and Exchange Com- 
mission uplift standards corporate comportment. 


The shareholder gets the last bite the apple core. Executives 
are more concerned about “sound relations” with customers, suppliers, 
workers, government and community than with the shareholder. The 
erosion shareholder power has become grant excess freedom. 
Executives have become overprivileged class. Their power over- 
pay themselves could, unchecked, erode the very structure which 
they and the corporation depend. The compensation corporate 
executives has become something tops? This 
affronts society two counts. First, executives have made themselves 
into preferred group, tax-protected elite deferred compensation 
and stock options. Second, government cannot compete with the high 
salaries industry; thus the best men are siphoned into industry. 


Effective appraisal management can come from one source 
only the professional investor. Only the professional can influence 
the executive see himself others see him. The great failure 
the institutional investors the failure sit moral judgment. They 
are the men corporation executives will listen to. They must make 
their judgment felt; only improving the morals men from whom 
they buy securities will they discharge their duties investors. 


Comment: The American Stockholder book that will disturb some 
businessmen and make others extremely happy. For its author, Mr. 
Livingston, angry man with publicize the lack 
position stockholders America’s publicly owned and professionally 
managed companies. The book not research report with carefully 
stated and documented conclusions. book written for the 
popular market. characterized provocative statements, 
“Executives have become overprivileged class democratic 
society. Their power overpay themselves, with legal sanctions, could, 
unchecked, erode the very structure which they and their cor- 
porations depend for survival.” Critics can say that the author over- 
states conclusions, and fails clarify and state his own assumptions 
about the problems which raises. 


But for businessmen ignore this book would mistake. Mr. 
Livingston has put his finger some tender spots our business 
society. asks disturbing questions about the self-perpetuating nature 
top management groups public corporations, about executive 
overpayment plans such stock option plans and deferred compensa- 
tion plans, and about the problem corporate review who 
the job stockholders can’t (and Board Directors don’t!)? These 
are questions which critics business ask privately. Mr. Livingston 
asks them publicly and emphatically. American business chooses 
ignore the questions raised The American Stockholder the next 
TNEC may very well consider these matters. Roland Christensen, 
Associate Professor Business Administration. 
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CAPITALIST ECONOMY AND BUSINESS CIVILIZATION Max Lerner* 


In: America Civilization. New York: Simon and Schuster, 1957. 
pp. 265-352. $10.00. 


The core capitalism still present the American economy. 
essence concerned with decision-making (by businessmen, man- 
agers, trade-union leaders and consumers) within profit-competitive 
framework. assessing American capitalism there are number 
important tests: (1) Productivity. The record increase pro- 
ductivity running between and per cent year one the over-all 
achievements capitalism. (2) Through complex min- 
gling profit, salary, bonus and craftsmanship incentives, capitalism 
has enlisted considerable talents. (3) Stability. Here capitalism 
most vulnerable. There fairly general agreement that leaders have 
learned detect the danger signals and put motion preventive 
measures. (4) Security. now accepted that effective insurance 
programs make the economy more stable well adding personal 
security. (5) Income spread. Living standards have improved; the 
problem poverty now circumscribed within the lower fourth 
the population. (6) Creativeness. The creativeness that not vendible 
likely wither; yet within this framework there has been some scope 
for the creation use values and life values. 

The persona the American civilization has been the business- 
“The Titan,” “The Tycoon.” Before the thirties the Titan 
was the giant whose shadow business institutions were shaped 
the conqueror, the empire builder, possessing power, creativeness, 
daring vision. The crucial transformation the Titan was brought 
about largely the corporation. result the need for techno- 
logical experts and “managerial and the increasing division 
labor, the corporation instrument grew importance while the 
men wielding shrank. The heads corporations today are men 
power not because their fortunes talents but because they have 
powerful instruments their command. 

The corporation the most important characteristic American 
inventions, reaching into every area life. power block, has 
immense weight with the government; however, not itself 
the government. Along with other power institutions presents 
plurality power groups which are better for their dispersal. 
Corporate control rarely wielded the majority stockholders, 
but rather managers and insiders. The new corporate capitalism 
one sense new American form business 
syndicalism. The “owners” have been relegated the role in- 
vestors; the separation ownership from control, along with steep 
taxes, has obscured the profit incentive; “private property,” the “free 
market” and the “price system” have been changed meaning. 
Corporate empires have failed take possession the whole society 


*Professor American Civilization, Brandeis University. 
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because they are nonpolitical, decisions are decentralized, and they 
continue struggle with one another. 

Private property has been drastically transformed the era 
Big Technology. The corporation empires extended the reach 
the propertied class and changed property relations within it. Where 
the owner had once controlled his own property and received profit 
from his own management, decisions and control were now shifted 
management. Furthermore, the big corporation plows back its 
own profits. This removes the two underpinnings from the original 
theory private property the profit incentive and the reward for 
risk. result private property has become corporate, constitutional 
and managerial. The incentives Big Property owners are longer 
profit-from-skill but are profit-from-dividends, security for life, and 
possible the stock market. 


The corporate empires have opened hitherto untapped areas 
American life and added whole array satellite activities. The 
galaxy includes accountants, lawyers, stock-market investors, salesmen, 
advertising men and public relations men. 

The business principle puts the making money ahead other 
craft and civilization values. There has been creeping imperialism 
business methods and values over other areas life politics, 
unions, schools, the arts, churches. The real problems the business 
culture are less the technical and strictly economic problems than 
the moral and psychological ones. 

The corporations and trade-unions present two galactic systems 
almost sovereign power. The greatest achievement trade-unions 
that they have made possible the government industry 
constitutional means rather than anarchy tyranny. Under 
Gompers, the A.F. worked for goals set the job within 
social framework which sought improve but not transform. 
the 30’s labor discovered could best survive becoming part 
the Great Coalition around the New Deal. The most recent phase 
has been consolidation; 1955 the A.F. and reunited. 
There has been transfer interest from wage-and-hour demands 
so-called “indirect wage increases,” “fringe and the like. 
The basic idea remains democratic labor movement operating 
within capitalist welfare economy. 

many Americans, the organized workers have appeared like 
horde barbarians; they are, the contrary, the core American 
experience. Most trade-unions are guided honest, hard-working 
men, trying achieve for their followers measure security and 
continuity work. Their aim get welfare democracy which will 
established adequate controls, juster order, and common action 
keep life from being wretched for the mass people. 

During the 30’s and 40’s the Great Debate America was 
the relation business and government. What emerging new 
amalgam which the private sector form business collectivism 
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and the public sector form state capitalism. Thus welfare 
corporation has taken its place alongside the welfare trade-union 
and the welfare state. 

The American economy today example neither pure 
capitalism nor creeping socialism; becoming mixed economy 
with large areas freedom and varied techniques regulation, 
control and planning. Most economists say yes the question 
whether the continuing dynamism America would 
without arms expenditures. Insofar this complex economy 
subject planning, indirect; achieved persuasion rather 
than coercion. America has moved toward enlarged sectors public 
action the economy but only where necessary. 

Political, psychological and moral issues have come into the 
foreground. The American lives and strives more derivatively than 
once did without the sense immediacy his work; the result 
pervasive air unreality the economy. 

The performance the American economy has been brilliant 
one. Historically, the operation countervailing powers has prevented 
any the “Bigs” from pursuing their own interests too far. Their 
balancing force has been aided the fact that Americans have learned 
good dea! about countercyclical measures. The question now 
where does America from prosperity? 


LEADERSHIP ADMINISTRATION: SOCIOLOGICAL INTERPRETATION 


Philip Selznick* 
Evanston, Illinois: Row, Peterson and Company, 1957. 162 pp. $4.00. 


Among students large organizations the question most often 
asked implied is: How can make our organizations more 
efficient? But this the problem? The logic efficiency loses force 
approach the top the pyramid. Problems the top level are 
more resistant the ordinary approach management experts. 
Mechanical metaphors suggest overemphasis neat organization 
and efficient techniques administration. 

The argument this essay that: The executive becomes 
statesman makes the transition from administrative management 
institutional leadership. This shift means viewing the organization 
institution. The most striking and obvious thing about 
administrative organization its formal system rules and objectives. 
“institution,” the other hand, more nearly natural product 
social needs and pressures—a responsive, adaptive organism. 
organization over time, reflecting the organization’s own distinctive 
history, the people who have been it, the groups embodies and 
the way has adapted its environment. special importance: 

*Professor Sociology, University California; author TVA and the 


Grass Roots, The Organizational Weapon; coauthor Sociology: Text 
with Adapted Readings. 
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the degree institutionalization depends how much leeway there 
for personal and group interaction. institutionalize infuse 
with value beyond the technical requirements the task hand. 

futile attempt understand leadership apart from the 
broader organization experience which phase. The leader 
agent institutionalization, offering guiding hand process 
that would otherwise occur more haphazardly. primarily 
expert the promotion and protection values. 

there special kind experience that underlies and prompts 
leadership decisions? take analogy from psychology, organiza- 
tions are largely concerned with routine and clinical functions. Routine 
refers the day-to-day solution problems for their own sake. Yet 
there vital sector experience that cannot understood 
simple problem-solving. Rather, this sector find such adaptations 
leadership the interplay internal and external forces result 
basic institutional changes. Organizational processes influence 
policy, policy turn shapes the machinery organization. This 
the area critical experience. 

Leadership connotes critical experience rather than routine 
practice. the function the leader-statesman define the ends 
group existence, design enterprise distinctively adapted 
these ends and see that the design becomes living reality. These 
“character commitments have four attributes: they are 
historical, integrated, functional and dynamic. The problem always 
choose key values and create social structure that embodies them. 

The relation leadership organizational character may 


more closely explored examine some the key tasks leaders 
are called perform: 


The definition institutional mission and role. The setting 
goals creative task. entails self-assessment discover the 
true commitments the organization, set effective internal and 
external demands. 

characteristic threat the integration purpose and commit- 
ment excessive premature technological orientation, marked 
concentration ways and means. The difficulty this position 
that induces premature abandonment wide areas experi- 
ence the world the aesthetic, the metaphysical, the moral. The 
effective leader continuously explores the specialized activities for 
which responsible see whether the aims are consistent with the 
evolving mission the enterprise whole. 

The institutional embodiment purpose. Six aspects social 
structure that affect the maintenance and change policy decisions 
include assigned roles, internal interest groups, social stratification, 
beliefs, participation, and dependence others. become the 
master his organization, the leader must know how deal with 
the social structure all its dimensions. 


The defense institutional integrity. Few aspects organiza- 


tion are important this problem integrity. vulnerable 
when values are tenuous insecure. The defense integrity not 
matter sheer organizational survival; rather the policy, the 
mission, the special capability word, the identity the group, 
that stake. 

The ordering internal conflict. Here leadership has dual 
task. must win the consent constituent units. the same time 
must see that balance power appropriate the fulfillment 
key commitments will maintained. 

The terms “institution,” “organization character” and “distinctive 
competence” all refer the same basic process the transformation 
engineered, technical arrangement building blocks into 
social organism. This transition goes wherever leeway for evolution 
and adaptation allowed. Leadership has the job guiding the 
transition from organization institution that the ultimate result 
effectively embodies desired aims and standards. The art the 
creative leader the art institution building, the reworking 
human and technological materials fashion organism that 
embodies new and enduring values. 


MADISON AVENUE, Martin Mayer* 


New York: Harper and Brothers, 1958. 332 pp. $4.95. 


The stretch that has made Madison Avenue famous begins 
about 200 Madison and ends about 650. Half American in- 
dustry’s national advertising budget spent the agencies 
Madison Avenue and nearly half the remainder branches con- 
trolled from New York. 

Advertising tripartite business composed clients (who 
make the products and pay advertise), agencies (which prepare 
and place the ads) and media (which carry the message the public). 
Agencies, acting purchasers, are mostly paid not their clients 
but the media. first the advertising agent justified his commission 
the basis his purchasing skills and inside information; the 
1880’s agents began use their knowledge how advertise 
business-producing argument. 

Advertising rapidly becoming the primary tool selling the 
output consumer-oriented economy. Companies brand their 
products free themselves from dependence jobbers and retailers, 
build “franchise” with the public. The limits advertiser’s 
expenditures are set real economic factors which determine profit 
possibilities. 

Contrary the public image, the best people advertising work 
terribly hard. The work subjects them every day the worst kind 
commercial, social and psychological insecurity. But the great 
game advertising and the satisfaction making personal score 
make the pleasures the work far outweigh the problems. 

*Author also Wall Street: Men and Money. 


Out the hole left the disappearance mail order 
advertising, there grew large crop advertising philoso- 
phies. Rosser Reeves Ted Bates and Company supplied the idea 
the need for Unique Selling Proposition, reason why the 
customers should buy. David Ogilvy’s ads give his brands prestige 
value. Norman Norman what meaningful the unconscious 
ads should suggest the real (Freudian) reasons why people 
buy. Bill Bernbach seeks visual image which stops the reader 
telling him story. Most other agencies not espouse single 
philosophy but feel free select the most promising technique 
from all schools. 

The original and continuing contribution Stanley Resor 
(chairman the board and majority stockholder the Walter 
Thompson Company) has been his conviction that advertising 
independent force the community and profession. 
principle organization, number other very large agencies, 
the “group system” with separate group for each account and 
with “group head” and “account representative” for each 
account. account supervisor oversees several accounts. 


result volume efficiencies, the largest agencies can afford 
spend about ten per cent their income extras and luxuries 
for the agency and its clients. These include elaborate television 
departments, extra research, foreign service, specialists, marketing 
merchandising department. This proliferation added services 
has made life hard for the smaller agencies, which cannot afford 
them. But agency free from worries. 

The choice media extremely important factor the 
success advertising campaign. There are many media: some 
1750 daily newspapers, 450 television and 3300 radio stations, 600 
consumer magazines, 325,000 billboards and several million cards 
public vehicles. spite the many statistics available media buying 
remains business hunches and intuitions. There are perhaps 
2500 media salesmen New York; all agencies except the smallest 
maintain separate media department. Analyzing what each medium 
has offer terms what the product requires, the media man 
spends the client’s money. 

Various factors are involved the selection media. News- 
papers are far the biggest media total dollar expenditure for 
advertising national and retail. More manufacturers advertise 
magazines than all other media put together. Magazines can offer 
selected audience and can reach certified prospects cheaply. Most 
magazines sell their circulation figures, the sort readers they have, 
their editorial “feel” and some variety national merchandising 
support. comparison with magazines, television networks have had 
bad luck with their audience ratings. Today, television network 
programs can survive only they receive fairly good Nielsen rating. 
There remains some question about the importance ratings 


advertiser. television program can have very large audience 
people who are not the market for the product advertised. Despite 
the conflicts, television the greatest selling medium ever devised. 

Approaches researchers vary. Art Nielsen basically inter- 
ested perfecting his techniques for measuring the movement 
goods. Sam Barton relishes the human problems that arise 
running his consumer panel. Ernest Dichter and most other “mo- 
tivational researchers” claim use psychological tools find basic 
human attitudes toward product. James Vicary relies free 
association, recall tests and depth interviews. Alfred Politz 
complete empiricist who uses only highly verified research. new 
fad, “operations research,” led Arthur Little, Inc., assumes 
that all marketing problems can reduced mathematical formulas. 
Daniel Starch measures readership; Gallup and Robinson reports are 
designed show which ads succeed best holding the attention 
readers; the Schewerin Research Corporation attempts measure 
very specifically the selling power television commercials. 


Advertising agencies work for political parties under the usual 
financial arrangements the business, collecting their pay media 
commissions. Every major political campaign these days employs the 
services agency. Three the jobs performed are the preparation 
print ads announcements, the selection media, and the 
measurement research how well candidate’s message coming 
across. The first these raises number issues. Rosser Reeves’ 
20-second spot announcements promote the Eisenhower candidacy 
1952 are case point. Democracy does not benefit when 
political apathy disturbed emotional slogans presenting simplified 
views the affairs state. 

Advertising essentially surface phenomenon, wind that can 
stir still water. When the wind blows with the tide, seems create 
elemental motion; when blows against the tide, blows vain. 
The attitudes which national electorate takes the polls are more 
fundamental than the surface “issues” which are the apparent cause 
victory and loss. Bill Benton puts it, “Nobody ever knows the 
relationship between good campaign and the result the election.” 
And advertising can never more than single element over-all 
campaign. 

Many economists and businessmen would think more clearly about 
advertising they worked from the premise that advertising adds 
new value the existing values the product. Whenever benefit 
promised from the use the product (increased beauty, social stand- 
ing, cure headache), and the promise believed, the use the 
product carries with value not inherent the product. Technically 
identical products are different because advertising has fact made 
them different. Acceptance this premise might rid advertising 
its two worst nuisances: the advertising man’s need for self-justifica- 
tion and the critics’ attacks the business for alleged fraud and deceit. 


economic context, unimportant whether use value en- 
joyed consumer true false; outside standards value cannot 
applied assess the reality private gratifications. 

The fact that advertising cannot reverse major trend national 
consumption the consumption product group whole 
does not, course, mean that individual advertisers are wasting their 
money when they fight trend. Advertising may add sufficient value 
individual brand product enable resist the trend; 
increasing its share declining market brand may actually 
show gain sales even though industry-wide sales are falling. 

Advertising can and does work small changes public taste 
toward increased sensitivity. does not plummet untroubled people 
into pit anxiety; offers all solution their troubles. 
Advertising’s contribution increase diversity rather than con- 
formity appealing different, existing tastes and values. 

With the conception himself professional offering 
trained creative intelligence, the advertising man can face his critics 
calmly. The future advertising must lie this direction. 


Comment: Like the subject matter advertising itself, Madison 
Avenue, U.S.A. covers lot territory, rapidly skimming the surface 
spots, pausing offer sharp insights others; interesting and 
just book. The reader, whether not member the advertising 
community, can benefit from Martin Mayer’s description some 
the operations and effects advertising. This description given 
within the context the most interesting cultural phenomenon 
created advertising the advertising community it- 
description the advertising community, the book 
chiefs, Indians. Perhaps the chiefs are more 
interesting people, but, Mayer puts it: “Few occupations are 
dependent advertising the quality the incoming talent, and 
nowhere else does the absence talent show plainly.” 

Mayer’s final chapter, Premise for Theory and Some Modest 
Proposals,” recommends the advertising man that salve his 
(presumedly troubled) conscience thinking the added real, 
personal, values created advertising. This point view offered 
replace the more commonly held view advertising, that creat- 
ing and stimulating (possibly harmful) wants consumers, the whole 
process having Orwellian overtones. the advertising man has been 
losing sleep because did not have ready explanation how 
advertising works, the economic and sociological sense, perhaps 
Mayer says, now can face his critics calmly courageously.” 
If, more likely, the ethic advertising has been disturbing the 
advertising man, Mayer’s prescription likely induce still more 
sleepless nights. 

Mental health commonly thought the social clinician 
the measure person’s ability recognize and cope with what may 
loosely termed the real world. The need achieve what defined 


mental health basic ethic Western civilization, and the basis 
all discovery, invention and that which call progress. 
opposing philosophy embodied the ethic Nirvana essentially, 
fantasy-induced comfort. Mayer argues: “The value product 
the person who buys not limited the physical use makes it. 
The food faddist who drinks reconstituted nonfat dry milk solid re- 
ceives the value his belief that guarding himself against heart 
attack; the careful young mail boy who twists lemon peel into his 
martini receives the value his feeling that doing the thing 
which done the circles which aspires.” 

Life Western society,can thought presenting each 
individual with series alternative decisions; thus, one challenge 
life make the decisions each step which most nearly achieve 
the mental health ethic. this so, can then argued that 
advertising has enhanced the food faddist’s and the mail ability 
make what are for them the right decisions? their ability 
recognize and cope with the real world been enhanced? And, even 
given decision right for survival, not the abnegation 
ethic first sign decay society? There are pat answers. The 
effort understand the role organized mass persuasion our 
culture must on. is, however, likely never understood very 
well out context the problems contemporary Western society 
whole. Gerald Simon, Doctoral Research Fellow Business 
Administration. 


MANAGING GEOGRAPHICALLY DECENTRALIZED COMPANIES 


George Albert Smith, Jr.* 


Boston: Research, Graduate School Business 
ministration, Harvard University, 1958. 185 pp. $3.50. 


Business includes many companies that conduct geographically 
decentralized operations. Each these companies trying decide 
what is, for it, the best division powers and responsibilities between 
the headquarters organization the one hand, and the local organ- 
ization the other. Many executives have expressed wish for some 
impartial source information and advice; out this context the 
present study emerges. based upon analysis number 
geographically decentralized companies, with emphasis upon eight. 

The prevalent confusion about the meaning the terms “centrali- 
zation,” “decentralization” and “delegation” seems result partly 
from the fact that these words are lacking precision definiteness; 
need words that are more exact, precise and understandable. 
Rather than speaking decentralization program, members 
business organization might think: “Let look the way have 
allocated authorities and powers. Are decisions made and actions 
taken the levels where they can best made? Let ask head- 


*Professor Business Administration, Graduate School Business Admin- 
istration, Harvard University. 


quarters and the divisions what they would like decide which they 
can’t decide now.” Such statements avoid the use ambiguous terms. 

After heads company have decided that they want operate 
physically scattered units, their next step decide which the 
four patterns organization adopt. (1) Management functions 
can chosen the line consists few similar items and there 
little need for coordinating functions the local level. (2) Manage- 
ment geographical division the best main business functions 
need organized locally. (3) Management product divisions 
needed the wider and more varied the line. (4) Management 
some combination these three may also chosen. 

The next question answered which functions should 
allocated headquarters and which the local level. Perhaps the 
first factors look are economic considerations; any way 
assigning functions that does not take cognizance basic economic 
and competitive facts bound result inefficiency not failure. 
Each company must decide for itself which level apt carry out 
the function best. general rule pattern obtains. 


Next management must determine where best allocate executive 
power over the functions. The need for thinking systematically 
detailed terms cannot overstated. Planning can best begin 
listing all company activities that someone the management level 
going have perform and deciding the best places assign 
these authorities. Major functions must broken down into 
component sub-activities; power must broken down into its com- 
ponents: performance, supervision, coordination and control. One 
convenient method draw large chart grid with activities 
listed the vertical axis and the four aspects power the 
horizontal axis. Management should consult with people down the 
line these decisions. 

Management now ready make the next moves decide 
how many and what positions are needed, make tentative organ- 
ization chart showing relationships, work out job specifications and 
forecast costs. Adequate preplanning these areas pays off. One 
problem planning the creation too many executive positions. 
Weighing anticipated costs against the expected contribution each 
local unit and headquarters provides rough method combat this 
problem. Another problem the failure clarify what authority 
belongs each job. Planning should sufficiently detailed for 
management personnel all levels know where they stand. 

After the preceding steps have been and not before 
management can begin think manning the organization. There 
are certain kinds abilities, traits and outlooks that are desirable 
for each level the officer hierarchy. Management should aware 
the basic tasks and the characteristics required the chief execu- 
tive, the central functional officers, the local managers and the local 
functional officers. 
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not safe assume that subordinates who perform well 
one level will continue well transferred another; the factor 
emotional adaptability must taken into account. Since 
company will find exactly the people wants for every job, 
often necessary modify the “ideal” structure fit the available 
people. There are, however, significant limitations how far this 
process can carried. would highly unwise ignore basic 
business realities the need for clear internal definition authority. 

Checking control one the most important elements the 
top manager’s job. evaluating members the headquarters group, 
checking usually done observation and working together. 
For checking the branches many devices particularly accounting 
devices such branch profit and loss statements are widely used. 
However, sales, prices, costs and profits often depend factors beyond 
local management’s control; this fact must realized. Nonfinancial 
controls such two-way discussions and explanations 
dispensable. 

Human problems exist any kind company, but geo- 
graphically decentralized companies they tend occur more fre- 
quently, more intense and take special forms. Some these 
problems seem inevitable and will probably persist spite 
the best efforts management. 

Certain problems geographically decentralized companies can 
substantially overcome. Executives may get high return from efforts 
problems such as: (1) Arousing needless fears false expectations 
through poor communication. (2) Confused organizational planning. 
(3) Talking and acting contradictory ways. (4) Blaming people 
when administrative arrangements are fault. (5) Expecting people 
adjust quickly new stature relationships. (6) Expecting people 
play conflicting roles. (7) Refusing alter arrangements fit people 
new situations. (8) Judging people standards that are unrealistic. 

planning new organization structure, series ancillary 
issues must considered. Possible sources guidance which 
management may turn are subordinate members the organization 
(who can offer constructive opinions and who tend accept solutions 
they have been consulted), organization planning departments and 
business consultants. Some kinds changes can tested one 
division only; arrangements must then flexible when transferred 
other divisions. Methods for helping executive personnel under- 
stand organizational change are enlist their help, transfer per- 
sonnel division where the change has been put effect, use 
conferences, written correspondence and manuals. 

Management must willing discuss and answer questions 
about new plans over protracted period time. can forestall 
minimize resistance change telling people what store 
for them. Finally, change should regarded continuing process. 
new plan should regarded tentative until its worth proven. 
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Some day would like write piece Executive 
Reading and House Organs. Several scores house organs 
pass over desk each month. Some leave cold, others 
excite interest; and few make want share them 
with others. Several months ago, the staff THE EXECUTIVE 
prepared abstract article which appeared THE 
LAMP, the well-written, excellently edited and beautifully 
illustrated house organ Standard 0il Company (New 
sey). was abstract How Read Annual Report 
Stuart Chase. dropped because second thought 
realized that this was probably one subject which our 
readers were well versed. But now wish had published 
employee and stockholder publications spread understand- 
ing economic processes and corporation finance. you 
would like see this particular article, would suggest 
you write the Editor THE LAMP, Rockefeller Plaza, 
New York 20, Mr. Chase's article was also reprinted 
TAXES, the tax magazine published Commerce Clearing 
House, Inc., 4025 West Peterson Avenue, Chicago 46, 
nois, their May 1958 issue (75 cents for single copy). 


Here book which almost impossible abstract: 
Decade Industrial Relations Research, 1946-1956. 
(Edited Neil Chamberlain, Frank Pierson and Theresa 
Wolfson. Published Industrial Relations Research 


EREST 
q 


Association Publication No. Harper Brothers, New 
York, 1958. $3.50, 205 p.) 


you are all interested any these fields: 


Union Union Leadership 

Collective Bargaining 

Wage Determination Theory and Practice 

Economic Effects Unionism 

Employee Benefit Plans 

The Labor Movement Abroad 
and you want critical appraisal the vast, and still 
growing, literature these fields here book you will 
want own. 


Another new periodical the field management has 
recently been introduced. The Journal the Academy 
Management. (To published three times year 
April, August and December. Subscription prices: domestic, 
including Canada and Mexico, $3.00; foreign, $3.50; single 
copies $1.25. Available from Paul Dauten, Jr., Editor, 
1007 Nevada Street, Urbana, Illinois.) 

The Academy states its objectives follows: 


"The Academy founded foster the search for 
truth and the general advancement learning through free 
discussion and research the field management. 
interest the Academy lies the theory and practice 
management, both administrative and operative. con- 
cerned also with the theory and practice operative man- 
agement relates the work planning, organizing, 
and controlling the execution business projects. 
also concerned with activities having with the 
ing, directing, and coordinating departments and groups 
which are characteristic administrative management. 
not concerned primarily with specialized procedures for 
the control and execution particular kinds projects 
that are significant chiefly narrow segments 
business field. 


"The general objectives the Academy shall be, 
therefore, foster: (a) philosophy management that 
will make possible accomplishment the economic and 
social objectives industrial society with increasing 
economy and effectiveness: the public's interests must 
paramount any such philosophy, but adequate consideration 
must given the legitimate interests capital and 
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labor; (b) greater understanding executive leadership 
the requirements for sound application the scientific 
method the solution managerial problems, based such 
philosophy; and (c) wider acquaintance and closer 
operation among such persons are interested the devel- 
opment philosophy and science management." 
The first issue (April 1958, Vol. No. contains 
articles eight management academicians: 
Organizational Constructs: Approach Understanding 
Organizations..William Wolf, University Washington 
Isaack, West Virginia University 
Determining Relative Degrees the Delegation Executive 
Authority..Albert Wickesberg, University Minnesota 
Management Philosophy: The Time Dimensions Planning. 
Paul Dauten, Jr., University Illinois 
The Case Study Method and the Establishment Standards 
Efficiency..Preston LeBreton, Louisiana State University 
Richard Schmidt, University Buffalo 
Preliminary Statement Principles Planning and 
Toward Concept Education for Administration 
Paul Goelz, St. Mary's University 


Next month our selection for the "Classics Manage- 
ment" series that well known but difficult read Func- 
tions the Executive Chester Barnard. Our staff has 
probably worked harder preparing this abstract than any 
prepared far. Admittedly, the Functions the Executive 
not bedtime, vacation, light reading. Understanding 
Barnard constitutes intellectual challenge. One must 
first understand Barnard's unique terminology before one 
proceeds analysis his presentation. That any 
effort expended worth attested these comments: 

"The author, leading public utility executive 

with many years experience observing and 

dealing with problems organization, has brought 

bear upon his subject unusual powers synthesis 

and the ability harmonize effectively its theo- 

retical and practical aspects." Harry Hopf. 


classic discussion the functions executive 
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and executive leadership." The Dartmouth College 
Reading List Business Administration. 


complex analysis organization and evaluation 
the executive's function. modern classic." 
British Institute Management. 


major contribution management literature. 
deeply analytical study the active processes that 
within the individual behaviour pattern the 


"One the best treatises the major responsibili- 
ties top executive officers." Catheryn Seckler- 
Hudson. 


The evaluative comment will written Mr. Andrew 
Towl, Director Case Development. 


"We know good reason for mystery about pay 
policies and practices the Standard California 
family companies." Thus begins new booklet, 

People and Paychecks. 

For several years have been impressed with 
lications the Department Organization the Standard 
Company California. are highly specialized 
sure, but cover areas where little material has been 
published. have found these particularly useful: 

Industrial Research, 1946. 

The Management Guide, 1956. 

Functions Corporate Secretaries, 


Treasurers and Comptrollers, 1944. 
The new booklet, People and Paychecks, excellent 


addition the list —well written, with good printing, 
and liberally illustrated with pictures and charts. 
could serve effective model for those who, like 
Standard California, want "give broad picture 
pay policies, what they mean, and how 
put them into practice." 

price given; suggest that you write 
Mr. Purkey, Manager, Department Organization, 
Standard Company California, 225 Bush St., San 
Francisco 20, California, for further information. 


The Third Series 


GENERAL AND INDUSTRIAL MANAGEMENT Henri Fayol 


Translated from the French Edition (Durod) Constance Storrs. 
New York: Pitman Publishing Corporation, 1949. 110 pp. $3.80. 


All activities which industrial undertakings give rise can 
divided into the following six groups activities technical, commer- 
cial, financial, security, accounting and managerial. The first five are 
well known, but the managerial group calls for further explanation. 


manage forecast and plan, organize, command, 
co-ordinate and control. Management, thus understood, neither 
exclusive privilege nor particular responsibility the head 
senior members the business; activity spread, like all other 
activities, between head and members the body corporate. 


every group activities essential function there exists 
corresponding special ability. There can thus identified managerial 
ability. The sum total the qualities and knowledge which 
make any the essential abilities includes physical, mental and 
moral characteristics, general education, experience and certain 
specific knowledge the function question. firms every kind 
the most important ability the lower grades the technical ability 
characteristic the firm and the most important ability higher 
management managerial ability. 


Managerial ability can and should acquired the same way 
technical ability first school, later the workshop. The real 
reason for the absence management teaching our vocational 
schools absence theory; without theory teaching possible. 


) 
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The managerial function finds its only outlet through the members 
the organization (body corporate). The soundness and good work- 
ing order the body corporate depend certain number condi- 
tions principles. Some the principles management which 
have most frequently had apply are: 

Division work 

Authority 

Discipline 

Unity command 

Unity direction 

Subordination individual interests the general interest 
Remuneration 

Centralization 

Scalar chain (line authority) 

11. Equity 

12. Stability 

13. Initiative 

14. Esprit corps. 


The maxim, “managing means looking ahead,” gives some idea 
the importance attached planning the business world. Planning 
manifested variety occasions and variety ways, its 
chief manifestation, apparent sign and most effective instrument being 
the plan action. The features good plan action are: unity, 
continuity, flexibility, and precision. 


organize business provide with everything useful 
its functioning: raw materials, tools, capital, personnel. When 
equipped with the essential material resources the personnel body 
corporate should capable fulfilling the six essential functions, viz. 
carrying out all the activities embraced the concern. 


The personnel enterprises all kinds constituted similar 
fashion that industrial concerns, much that all organizations 
the same stage expansion are alike. This likeness explained 
the fact there being identity functions business the same 
type, else preponderance similar functions enterprises 
different types. There total resemblance business the same 
kind, partial but well marked resemblances the rest. 


The organization, having been formed, must set going and this 
the mission command. The art command rests certain per- 
sonal qualities and knowledge general principles management. 
The manager who has command should 


Have thorough knowledge his personnel. 
Eliminate the incompetent. 

well versed the agreements binding the business and its 
employees. 

Set good example. 
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Conduct periodic audits the organization and use sum- 
marized charts further this. 

Bring together his chief assistants means conferences, 
which unity direction and focusing effort are provided for. 

Not become engrossed detail. 

Aim making unity, energy, initiative and loyalty prevail 
among the personnel. 

co-ordinate harmonize all the activities concern 
facilitate its workings, and its success. giving the material 
and social, functional, organic whole such proportions are suitable 
enable play its part assuredly and economically. is, word, 
accord things and actions their rightful proportions, and adapt 
means ends. 


Comment: 1888 Henri Fayol assumed the leadership the almost 
bankrupt French combine known Commentry-Fourchambault- 
Décazeville. that day the tide turned. Under his direction mines 
and blast furnaces were expanded and others acquired. When Fayol 
retired 1918 the age the financial position the great 
combine was unassailable. 

Born the petite bourgeoisie, Fayol was graduated engineer 
from the National School Mines. Thereafter, his life 
embraced four pre-eminent careers national distinction: mining 
engineer; geologist; scientific industrial leader; philosopher ad- 
ministration. 

Like Frederick Taylor this French pioneer saw and taught 
that the industrial success rested the management 
personnel all levels organization. Although Taylor started 
with the foreman and worked while Fayol concentrated the 
Managing Director and worked down, both approached the problem 
fashion. 

The essence Fayol’s philosophy administration made 
clear the brief monograph here under review. Evolved years 
ago, this body thinking has stood intact through five decades 
rapid industrial change. Modern writers have added almost nothing 
concept point view. Alter few word usages and Fayol 
appropriate and precisely revealing today must have seemed 
forward-looking the early years our century. 

Fayol pointed out that manage well requires the application 
two quite different sets skills. First, there are the technical 
skills peculiar (and essential) that particular area business 
which manager operates responsibly. Fayol’s day these were the 
skills unique finance, special commerce, accounting, en- 
gineering. Each such area required the application knowledge and 
skills unlike those required the other management areas. Today 
know these areas requiring special technical ability sales manage- 
ment, advertising management, production management, controller- 
ship, and such. the lower levels the management pyramid 


these technical skill requirements dominate. the upper levels 
another quite different type skill becomes pre-eminent. 

This second set abilities common all managing all 
organization levels. the top their practice occupies most the 
manager’s thought and time. moving downward through successive 
organization levels one finds their practice persisting but consuming 
less and less the manager’s attention. But whatever the focus 
the individual’s preoccupation, always these skills common all 
managing are use; the only difference seems the relative 
time demands special functional techniques. 

Henri Fayol’s 1918 delineation the skills common all man- 
aging coincides precisely with those today’s writers. Some moderns 
say there are these skills, some subdivide Yet the 
coverage always the same. This set universal requisites embraces 
forward planning; organizing; motivating people coordinated ac- 
tivity; and measuring and reporting the results management action. 
Motivating and coordinating action may called operating, in- 
Fayol called commanding. current parlance, measuring 
and reporting may have become auditing, more recently, feedback. 
The words may have changed with the years but not the meanings. 

Fifty years ago Henri Fayol was propounding fundamentals 
administrative theory and management philosophy which today 
think was this possible? Two reasons. First, 
the man was business experienced, his theory was the product his 
own experience and the experience business associates. Second, his 
approach was “scientific.” The determination facts the basis for 
decision and action was effective 1908 today; there 
little reason expect less fundamental 2008. 

General and Industrial Management gives one glimpse 
enduring verities. study Fayol’s essentially simple writing gives 
one confidence, faith today, encouragement for tomorrow. Perhaps 
the man’s may seem startling. But after what other 
results could experience and insistence facts basis for con- 
clusions yield. This reviewer knows more revealing thoughtful 
source management understanding. After forty years reprintings 
and translation deserves rating recommended, highly recom- 
mended. Franklin Folts, Professor Industrial Management. 


ARE RIGID PRICES PROLONGING THE RECESSION? 
The Guaranty Survey, Vol. 38, No. May 1958, pp. 1-3. 


Observers the economic scene recent months have been 
struck unusual feature the business recession. Prices, instead 
declining they have commonly done such times the past, 


have continued rise. Why have prices behaved this unusual 
manner? 


Strangely contradictory movements are going within the price 
structure. The Guaranty Trust Company’s index which reflects price 
movements basic commodities (raw materials and 
stuffs) has been declining, while the all-commodity index the 
Bureau Labor Statistics has been rising. This divergence seems 
indicate that the decline prices raw materials not accom- 
panied declines prices end products. Prices that have de- 
clined are those containing small elements labor costs while the 
ones that have risen remained fixed are those which labor cost 
plays the largest part. Prices paid consumers and prices serv- 
ices have risen most rapidly all. 

The most disturbing feature the situation the postwar 
period, the opinion presidents the twelve Federal Reserve 
banks, not the rise prices associated with booms but the fact 
that prices not decline during recessions. 


Price flexibility important. Prices the broad sense are the 
natural regulators the economy. Through their effects in- 
comes, spending, saving, investment and production, they guide eco- 
nomic effort into the most productive channels. They are signs 


needed changes output, spending and other variables, and they are 
the natural instruments for bringing about these changes. Where 
price fluctuations are artificially prevented (by government private 
monopoly) the forces that create the need for change develop in- 
creasing pressure. Eventually this pressure will cause the artificial 
restraints break down and the reaction may very strong. 


Price stability desirable but not confused with rigidity. 
Stability implies natural and unforced evenness behavior free 
markets; the normal result healthy economic conditions. 
Rigidity denotes arbitrary immobility enforced regardless 
needed changes; consequence artificial controls avoid the 
inconveniences instability. 


avoid instability wages, for example, organized labor has 
attained strength that enables resist such instability that 
is, the downward side. labor costs remain rigid, needed price 
adjustments are prevented (reducing prices and costs) and the 
balance between supply and demand must restored adjust- 
ments elsewhere. 


The question business recovery, therefore, some extent 
question wage and price flexibility. the extent that rigid labor 
costs inhibit price adjustments, production and employment may have 
absorb the impact. 


the wage and price instability that prevented rigid wage 
rates becomes instead instability production and employment, the 
hardship labor will prolonged and the stronger will the 
pressure upon the government resort inflationary deficit financ- 
ing through tax cuts, increased spending both. Labor not the 
only field which rigidity has been forced upon the economy the 
name stability. The whole trend public policy has been toward 
price fixing. 

The normal path toward recovery from recession cost and 
price adjustments that will induce consumers and investors re-enter 
the market. The alternatives are, the one side, period sharply 
reduced output sufficient duration break down the resistance 
cost and price adjustments reduce users’ stocks the minimum 
or, the other side, inflationary injection new “purchasing 
power.” 


The basic need for lower real costs, especially labor costs with 
correspondingly lower prices, tempt buyers. this need cannot 
met the reduction dollar costs, the demand arises that the gov- 
ernment provide substitute the form more inflation, paving 
the way for repetition the boom-and-bust cycle. 


The restoration cost flexibility difficult envisage the 
climate public opinion. Yet from the economic standpoint would 
far preferable depression the one hand chronic currency 
debasement the other. 


BUSINESS OBJECTIVES AND SURVIVAL NEEDS: NOTES DISCIPLINE 
BUSINESS ENTERPRISE Peter Drucker* 


The Journal Business, Vol 31, No. April 1958, pp. 81-90. 


far have little the way “discipline” business en- 
terprise, little the way organized, systematic body knowl- 
edge, with its own theory, its own concepts, and its own methodology 
hypothesis, analysis, and verification. The absence adequate 
theory business enterprise not just “academic” concern; 
underlies four major problems central business well 
free-enterprise society. 


One the obvious inability the layman the “outsider” 
understand modern enterprise and its behavior. 

real threat resulting from this ignorance the all-but-universal 
(but totally fallacious) belief that socialism any other ism 
can operate industrial economy without the profit, 
and the all-but-universal concern lest profits too high. Very few 
people understand that the danger dynamic, industrial economy 
that profit may too low permit the risks innovation, 
growth, and expansion that there may such thing “profit” 
but only provision for the costs the future. 

The second problem the lack any bridge understand- 
ing between the “macro-economics” economy and the “micro- 
economics” the business enterprise. The only “micro-economic” 
concept found economic theory today that “profit maxi- 

But modern industrial society, the policy-maker must able 
assess the impact public policy business behavior; and the 
businessman must able assess the impact his decisions and 
actions the “macro-economy.” does not 

The third problem that the internal integration 
the organization. 

Today when talk “business,” the “functions” simply 
not exist. There only business profit, business risk, business product, 
business investment, and business customer. And yet equally ob- 
vious, look the business, that the work has done people 
who specialize. How transmute functional knowledge and func- 
tional contribution into general direction and general results? 

The final problem the businessman’s own attitude toward 
“theory.” When says “This and large still 
means: irrelevant.” Whether managing business enterprise 
could should “science,” need able consider theory 
the foundation for good practice. 


*Management consultant, Professor Management the New York Uni- 
versity Graduate School Business and author The New Society, The Prac- 
tice Management, and America’s Next Twenty Years. 


need able consider theory the foundation for good 
practice. Without such foundation cannot make valid general 
statements, cannot therefore predict the outcome actions deci- 
sions, and can judge them only hindsight and their results. 

are still long way from genuine “discipline” business 
enterprise. But there emerging today foundation knowledge 
and understanding. All the different approaches start out with the 
question: What are the survival needs business enterprise? 

The concept survival objectives fulfills the first requirement 
genuine “theory” that both formal and yet concretely 
applicable, that is, 

There are five such survival functions. 

The enterprise needs, first, human organization designed 
for joint performance and capable perpetuating itself. 

The second survival objective arises from the fact that the 
enterprise exists society and economy. Anticipation social climate 
and economic policy, the one hand, and organized behavior 
create what business needs survive respect both, are genuine 
survival needs each business all times. 

Then there the area the specific purpose business, 
its contribution. The purpose certainly supply economic good 
and service. This the only reason why exists. 

Another purpose characteristic that this all happens 
changing economy and changing technology. Human insti- 
tutions have always been designed prevent change, but the 
business enterprise have institution designed create change. 
This one the basic reasons for the complexity and difficulty the 
institution. 

Finally, there absolute requirement survival, namely 
that profitability. Everything said far spells out risk. And risks 
are genuine costs. Unless provide for risk, are going destroy 
capacity produce. 

Here, then, the first task discipline business enterprise: 
develop clear concepts and usable measurements set objectives 
and measure performance each these five areas. 

second conclusion that one simple objective “the” ob- 
jective business; one single yardstick measure per- 
formances, prospects, and results business; one single area “the” 
most important area. 

Another important need rational and systematic approach 
the selection and balance among objectives best provide 
for survival and growth the enterprise. These can called the 
“ethics” business enterprise, insofar ethics the discipline that 
deals with rational value choices among means ends. 

The final conclusion that need new approach the process 
which make our value decisions between different objective areas 
the budgeting process. And particular need real under- 


standing that part the budget that deals with the expenses that 
express these decisions, that is, the “managed” and “capital” ex- 
penditures. 

The approach discipline business enterprise through 
analysis survival objectives still very new and very crude 
one! Yet already proving itself unifying concept, simply be- 
cause the first general theory the business enterprise have 
had far. 


CAN CONSUMER SPENDING END THE RECESSION? Editorial 
Consumer Reports, Vol. 23, No. June 1958, pp. 336-338. 


For thirteen years since World War II, something has turned 
when recession has threatened and things have begun look 
shaky. After the war, demand for consumer durables and housing, 
together with high consumer savings, extended the war boom into 
peace-time prosperity. The lull 1949-50 was turned into spiralling 
inflation the Korean War. The 1954 recession was blitzed into 
boom $5.5 billion increase installment debt. 1956-57 
phenomenal increase business expenditure force-drafted the eco- 
nomic temperature. 

But now are the 1957-58 decline which seems have started 
last August. Are there any more rabbits the economic hat? 
number people think that the biggest and best rabbit the 
Federal Government. date only few steps have been taken 
government: increased unemployment insurance, easier credit, more 
stimulus for housing. But taken for granted that either taxes will 
cut public works started spending for military and non-mil- 
itary programs increased. Faith that government action could ensure 
continued prosperity has sapped both buying and selling caution. 
Meantime, the business community has launched tub-thumping 
rabbit-search its own. The rabbit the consumer. The come-on 
the flood Buy Now campaigns that are dinning our ears. The 
idea behind all that there nothing wrong with the economy 
that consumer spending spree couldn’t cure. consumers, the 
name country and home, are exhorted come forth into the 
market place with pocketbooks open and credit ratings flying. 
U’s opinion, this approach reflects neither good economics nor good 
faith. trick intended pass consumers heavy inventory 
over-priced goods before deepening the recession forces 
price cuts. 
started with autos and Auto Buy campaigns throughout the 
country. From autos the campaign spread such consumer durables 
refrigerators, washing machines and air conditioners. Its irre- 
sponsibility and blatant display were carried into other campaigns 
national organizations such the Advertising Council, National 
Retail Merchants Association and American Management Association 
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described “confidence drives.” But the confidence 
sought was state mind sufficient recklessness boost short-term 
consumer debt another billions this year. 

Meantime the cost living continued its rise per cent 
above 1948. the cost goods rose, the volume sold dropped. Even 
sales soft goods fell behind last year Spring neared Summer. 
Sales durables went down per cent and automobiles continued 
nosedive. 

Business leaders have been dealing with more serious and re- 
sponsible analyses what the situation really is. The significant facts 
are: (1) Inventories goods, especially manufactured goods, are 
heavy. (2) Excess plant capacity has been built number 
industries, especially consumer durables. (3) Large-scale waste has 
been inter-larded into the production and especially into the distribu- 
tion goods. 

When you put these together with rising unemployment and 
declining sales volume, you would expect price cuts. the past (ex- 
cept 1953-54) when recession occurred prices did drop. This 
time, although over-all non-farm prices have dropped about per 
cent since August 1957, wholesale prices for number consumer 
goods where inventories are especially heavy have gone significantly 
appliances from 104.6 105.4, furniture from 121.0 122.1, and 
automobiles from 134.7 139.1. 

Consumer resistance the Auto Buy drives was economically 
sound. Consumer buying would have created relatively few jobs 
Detroit and would have contributed the narrowing the market 
that the inevitable accompaniment inflated prices. invite 
increase family bankruptcies urging debt-ridden consumers 
buy overpriced products the name patriotism aggravate 
the present economic situation. Consumer buying current prices 
not only cannot stop the recession but could seriously threaten the 
security basic consumer assets, home equities included. 

more honest and fruitful approach the problem recession 
would search for those policies, public and private, which lead 
wider markets for goods, both producer and consumer goods. 
The tide will turned when business begins expand its spending 
new plants, new equipment, new products. Expanded markets 
could absorb apparent excess plant capacity for plant capacity 
adequate, inadequate excessive direct relation effective de- 
mand, which turn delineated price. 

Any encouragement given the maintenance today’s high 
prices, whether artificially forced increase consumer buying 


governmental policy, makes for more unemployment, not less. 
When bloated prices not give, something else must. 


EDUCATION, PROFESSION AND PUBLIC AFFAIRS Earl McGrath* 


The Journal Accountancy, Vol. 105, No. April 1958, pp. 44-49. 


Virtually every profession, old young, now seriously re- 
examining the value liberal education the preparation its 
future members. Liberal education has contribution make the 
three main aspects life: the individual’s personal affairs and rela- 
tionships, his chosen work, and his responsibilities citizen. 
now recognized that all three potential contributions liberal educa- 
tion must exploited rounded professional education. 


The primary purposes liberal education are: (1) acquaint 
the student with the basic knowledge the natural sciences, social 
sciences and humanities, essential understanding himself and 
the world, (2) cultivate the skills inquiry, reasoning, communica- 
tion and appreciation, (3) nurture the attitudes, self-understanding, 
and convictions which characterize cultivated and stable human beings. 
The principal purposes professional education are provide: (1) 
the foundation theoretical knowledge, (2) the technical skills, (3) 
the qualities character termed “professional ethics.” These purposes 
are interdependent. will more fruitful think rounded 
single educational program for the profession than two types 
higher education. 


Education for personal effectiveness. There abundant evi- 
dence personal and social maladjustment our society. Institutions 
which send out alumni who have little knowledge their 
purposes life, their psychological needs, their relations with their 
families and reasoned philosophy life have partly failed. Profes- 
sional groups have right and responsibility insist instruction 
such fields psychology, literature and philosophy designed for 
the layman who wishes understand himself and others. The ability 
communicate basic all. 


Education for civic responsibility. Because the influential 
positions they occupy, members profession have special obliga- 
tion active public affairs. these leaders shirk their responsi- 
bilities, other persons less high minded will dominate the scene. The 
status the profession and the individual members also stake. 
Broad instruction thus required the social sciences. 


Education for competence. How can the student 
four years learn something about the sciences and humanities and 
also professional subjects? answer lies modern learning theory. 
Basic courses have included vast bodies detail which could have 
been omitted with positive gain learning. What needed 
understanding the main principles field; broad courses should 
emphasize the unity knowledge and its meaning the life the 


former Commissioner Education; now Executive Director, 
Institute Higher Learning, Teachers College, Columbia University. 


average citizen. This philosophy thrift applies professional 
well liberal courses. The emphasis principles teaches the student 
the difference between the important and the unimportant, the tran- 
sient and the enduring. Further, implies that the bachelor’s degree 
merely the basis for continuing professional education. 


The efforts various professional groups provide continuing 
education for their members considered many less part 
the universities’ and professions’ responsibilities than instruction 
offered prior critical practice. 


now turn several matters which relate the content, charac- 
ter and arrangement the integral units the curriculum. First, 
take the practice constantly extending the period formal educa- 
tion. Many the medical profession now believe that this process 
has gone too far. Johns Hopkins University has announced program 
that will reduce medical education least two years. Careful 
consideration should given before the profession accounting con- 
siders the extension undergraduate education. 


Second, has been the practice several professions, such 
medicine, separate instruction liberal arts from specialized sub- 
ject matter through preprofessional requirements. Now this policy 
being reversed developments like those Johns Hopkins. The in- 
novations contemplate partial reunion liberal arts and medical 
subjects single integrated curriculum. 


Third, the past, liberal arts curriculums have some profes- 
sions been rigorously and narrowly prescribed while others re- 
quirements have been broad and flexible. Now the medical group 
changing its policies allow the student greater freedom choice. 
valid inference seems that prescriptions accountants’ cur- 
riculums should not excessive. 


When specific requirements are embodied law, the serious 
attendant danger that change virtually impossible. they are 
successful over the years, standards should expressed broad 
and flexible terms. 


THE FALLOUT PROBLEM* Barry 


Science, Vol. 127, No. 3305, May 1958, pp. 1023-1026. 


Recent events demonstrate that the intimate interaction between 
science and social problems far from harmonious. Just year ago 
the AAAS (American Association for the Advancement Science) 
Interim Committee the Social Aspects Science warned, “At 
time when decisive economic, political and social problems have be- 

*Based paper presented symposium radiation hazards the 
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29, 1957. 
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come profoundly dependent upon science, the discipline has failed 
attain its proper place the management public affairs.” 
purpose examine this situation terms one the more trou- 
blesome issues: the long-range effects world-wide fallout from 
tests nuclear weapons. 

The fallout problem results from the decision the part 
three governments carry out test explosions nuclear weapons. 
orderly state affairs expect scientists produce evalua- 
tion possible dangers sufficiently unanimous provide basis for 
decision. expect the makers policy reach conclusion which 
represents balanced evaluation needs and hazards, and ex- 
pect the public sufficiently informed support this judgment. 
What the reality? 

the scientific aspects the possible health hazards 
fallout, are fortunate having extensive report the hear- 
ings that the Joint Congressional Committee Atomic Energy held 
June 1957. Among the chief facts are the following: Radioactive 
isotopes contained fallout are being spread throughout the world 
and increase the radioactivity received every person the earth. 
Fallout will perceptible for few generations. adds the 
burden radioactivity from natural sources and from medical treat- 
ment. Where the relatively low levels natural radioactivity appear 
agents disease, may expect the incidence disease in- 
crease result fallout. The absolute number persons who 
may become diseased not small from 2,500 13,000 genetically 
defective children and from 25,000 100,000 cases leukemia 
and bone tumor during the next generation. The factual and 
theoretical basis for prediction sparse and contains important gaps. 

recent hearings, the Joint Committee heard evidence about 
fallout hazards from some fifty scientists representing broad cross- 
section science. appears that the evidence presented was not 
sufficient the eyes the committee dictate policy. Furthermore, 
not clear who expected make the decision whether 
not the biological hazards fallout can justified necessity, 
Finally, the public has been poorly informed and confused dis- 
agreements among scientists. 

Why scientists disagree? The scientific problem extraor- 
dinarily difficult and complex; the available facts often are not 
sufficient support contradict given idea. Our present knowl- 
edge biology and attendant sciences not adequate. The remedy 
apparent not easy: more research. The required research will 
costly and much needs started once. 

Another source difficulty that what known has not been 
fully communicated the scientific community. The available in- 
formation now nowhere brought together integrated, graphic 
form that reaches scientists generally. Without such unified publica- 
tion, gaps the present data-gathering activities may unnoticed. 


Any failure communicate information the entire scientific com- 
munity hampers the attainment common understanding. The 
remedy more and better publication readily available journals. 


What the source public confusion? What appears trouble 
the public that the opinions scientists have been marshalled 
both sides the debate. The difficulty arises part from some con- 
fusion concerning the scientist’s two roles. student nature, 
the scientist can explain the public what consequences may result 
from policy. informed citizen, has right express 
ethical judgment. But the scientist cannot claim special competence 
moral judgment which exceeds that any other citizen. 
question this gravity cannot handed over for decision any 
group less inclusive than our entire citizenry. 


Thus the public must given enough information permit every 
citizen decide for himself whether nuclear tests should 
stopped. Otherwise the moral burden for future effects nuclear 
testing will rest some smaller group. the natural task sci- 
entists and their professional organizations bring the necessary 
facts the public. This not easy task. The raw material 
available the voluminous report the Congressional hearings. 
can distill from this material the essential facts and ideas and bring 
them the people through the media public communication: 
radio, television, newspapers and pamphlets. 


MAGINOT LINE THINKING FOR HIGH MANAGEMENT Editorial 


The Manager, Vol. 26, No. April 1958, pp. 249, 251, 253, 255. 


The complex problems management, which the “centraliza- 
tion versus decentralization” controversy distortion, are common 
all large-scale and medium-scale organizations. Good management re- 
quires both. The trick knowing how mix them. 


The manager, none whose subordinates may make decision 
without referring him first, well known private industry. 
the other hand, decentralization not unknown nationalized in- 
dustry. There much more common between the management 
problems nationalized industry and large private company than 
between those large private company and small private com- 
pany. 

Good management requires the maximum economic decentraliza- 
tion possible without loss control. Seeking the minimum information 
from below but corollary this. 


That decentralization may uneconomic may overlooked 
those large companies. may involve the appointment more 
able men lower levels the creation new levels. may involve 
the introduction new techniques. All expenditure must justi- 


fied the increased efficiency having decisions made those 
the best positions make them and the use the higher levels can 
make the time they save. worst, decentralization results the 
consumption more time higher levels result too great 
devotion theory desire gain prestige. 

Decentralization does not necessarily mean leaving the lower levels 
management free make more important decisions; the point 
limit the discretion the lower levels and make safe leave 
them it. This often means the tightening control. The lower 
levels management must not left work isolation; they must 
have personal contact with the higher levels and their work must 
periodically reviewed. 

Decentralization may defined the continuing delegation 
responsibility from one level management lower level. 
“continuing” meant permanent, subject further decision. Any 
definition decentralization must concern itself with the destination 
the responsibility delegated. perverse insist conceiving 
destination geographical terms when the location different units 
incidental the structure. serious confusion should arise from 
the practice using decentralization mean both the act de- 
centralizing and the division responsibilities that results. 

Any attempt decentralization without precise definition 
responsibilities will ineffective. Top management must know the 
circumstances which not interfere; lower levels must know 
the circumstances which they are make their own decisions. 
precisely defined structure prerequisite effective decentralization. 

sum up, the aim any large-scale organization should 
have much precisely defined economic decentralization, corre- 
sponding precisely defined levels management, possible with- 
out loss control. 


WHAT KIND MANAGERS WILL SCIENTISTS MAKE? 


Herbert Krugman* 
Management Review, Vol. 47, No. May 1958, pp. 22-28. 


There growing involvement scientists and technical per- 
sonnel top management. 

There are two general reasons for believing that the trend 
toward scientists top management will accelerate. One automa- 
tion not automation new production processes and equipment, 
but the more striking form brought about information-processing 
equipment. Contrary popular thinking, the facts not “speak 
for themselves” but must organized and interpreted. Presumably, 
management with scientific training can give better direction 
operations research teams, well use their findings with greater 
understanding. 


*Richardson, Bellows, Henry and Company, Inc. 


second reason for expecting acceleration the trend toward 
scientists management the growing prestige science. the 
importance the scientists begins represent new elite, they will 
increasingly come into contact with the industrial and business elite. 

short, can expect see many more scientist-managers 
the coming years. What will they like? What kind executives 
will they make? 

Scientists are characterized early interest mechanics, 
mathematics, and science. That they lack social skills some cases 
not surprising view the extensive time devoted their intellectual 
interest. Yet dedication work not restricted those scientific 
bent. short, research has yet revealed basic difference per- 
sonality between scientists and nonscientists. 

difficult make sweeping generalizations about scientists 
and technical personnel managers. What evidence available, 
however, suggests four tentative conclusions: 

The strong identification scientists with their profession, 
their dissatisfaction when not accorded professional recognition, and 
the late absent attempts integration technical and managerial 
orientations, all suggest that scientists top management will con- 
tinue think themselves scientists first and managers second. 

The good communication and teamwork among scientists, 
combined with the poor communication between scientists and 
businessmen, will produce situation where scientists will, suit 
themselves, make management more scientific than necessary. 

The calm, crisis-free atmosphere science that used 
negative results will both bane and boon management. 
business there are crises, and managers must react them such. 

The lack basic personality differences between scientists and 
others suggests that, with proper training, there reason why they 
would not willing able learn the communication skills and 
develop the managerial ability required for maximum success 
managers. 

Over all, the net impact the growing number scientists 
top management will make management more scientific. There 
will, course, problems, such the danger freezing out 
experienced business judgment and the risk losing opportunities 
courting disaster because the scientists’ more pronounced lack 
sensitivity acute business conditions. Yet these dangers can 
minimized training made available help scientists com- 
municate with businessmen and develop the broader outlook that 
characteristic the most successful practitioners management today. 
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